V]IK 658.15:656.2
Britchenko I.
Doctor of Economics, Professor,
Professor of the Faculty of Technical and Economic Sciences,
State Higher Vocational School Memorial of Prof. Stanislaw Tarnowski,
Tarnobrzeg, Poland;
e-mail: ibritchenko@gmail.com; ORCID ID: 0000-0002-9196-8740
Bohomolova N. 1.
Doctor of Economics, Professor,
Head of the Department of Finance and Credit
State University of Infrastructure and Technology, Kyiv, Ukraine;
e-mail: bogomolovan@ukr.net; ORCID ID: 0000-0001-5376-2437
Kravchenko O. O.
Doctor of Economics, Associate Professor,
Professor of the Department of Finance and Credit
State University of Infrastructure and Technology, Kyiv, Ukraine;
e-mail: kravch.olha@gmail.com; ORCID ID: 0000-0002-2258-2828
Pinchuk S. S.
Ph. D. in Economics,
Associate Professor of the Department of Finance and Credit
State University of Infrastructure and Technology, Kyiv, Ukraine;
e-mail: pindyk_C@bigmir.net; ORCID ID: 0000-0001-5456-6403

ASSESSMENT OF THE DETERMINATS
OF FINANCIAL SECURITY OF RAILWAYS IN UKRAINE

Abstract. The paper is devoted to the study of determinants determined the level of
financial security of economic systems. It is shown that the financial security of an economic
system implies the achievement of a level of financial stability that will contribute to
simultaneously maintaining financial equilibrium and ensuring targeted growth in line with the
development strategy.

The level of financial security of rail transport in Ukraine was analyzed and it was
determined that the decline in its security was the result of a complex interaction of external and
internal factors, the main of which were tight government regulation, shifting the financial burden
of social responsibilities to Ukrzaliznytsya, PJSC, lack of competition in the transportation of the
main nomenclature of cargo and the unsatisfactory state of non-current assets. Based on the
Argenti’s method, it is shown that the consequence of the inefficient financial management of
Ukrzaliznytsia, PJSC are the reduction of its insolvency.

Three main determinants of the financial security of rail enterprises were identified: a
reduction in traffic volumes, an unstable capital structure and the impossibility of timely repayment
of current liabilities. An additive model for assessing the impact of selected determinants on the
level of financial security of Ukrzaliznytsia, PJSC is proposed. The analysis of the model
parameters showed that the greatest impact has the index of industrial production, which is due to
the predominant formation of its own financial resources of rail transport due to income from
freight traffic.

A complex of measures designed to improve the financial condition of rail enterprises was
proposed. It is substantiated that in order to equalize existing threats, it is necessary to take political
decisions aimed at improving the financial condition of Ukrzaliznytsia, PJSC by reducing the
intensity of leaching of its financial resources, as well as implementing an anti-crisis financial
strategy aimed at optimizing the capital structure and financial rehabilitation of rail enterprises.
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OIIIHKA JETEPMIHAHT ®IHAHCOBOI BE3IIEKH
3AJIIBHUYHOI'O TPAHCIIOPTY B YKPAIHI

AHoTtanis. [IpucBsiUeHO NOCHIIKEHHIO JETEPMIHAHT, II0 BU3HAYAIOTHh PiBeHb (piHAHCOBOI
Oesnexu ekoHOMIUHUX cucteM. [Tokazano, mo ¢inancosa 6e3neka 0yb-IK0i eKOHOMIYHOT CUCTEMH
nependadae JAOCATHEHHs TaKOTO PiBHS (PIHAHCOBOI CTIMKOCTI, SAKWUU OyAe CIPHUSTH OJHOYACHIN
nigTpuMili piHaHCOBOT piBHOBAaru i 3a0€3MEYECHHIO IUTECIPSIMOBAHOTO 3POCTaHHS BIAMOBIIHO /0
CTpaTerii po3BUTKY.

[IpoananizoBano piBeHb (iHAHCOBOI O€3MEeKH 3aNI3HUYHOTO TPAHCIOPTY VYKpaiHu 1
BHU3HAYCHO, IO 3HWKEHHA DPIBHA O€3MeKku Oyno pe3ylnbTaToM CKJIaJHOI B3a€MOJii 30BHIMIHIX i
BHYTpIIIHIX ()aKTOPiB, OCHOBHHMH 3 SIKHX € CYBOpPE€ JEp>KaBHE pETyJIIOBaHHS, IMEPEKIIaIaHHs
¢inancoBoro Tsraps couianbHUX 000B’s3kiB Ha [TAT «Ykp3ami3HHL», BIACYTHICTh KOHKYPEHIIiT
IpU TEPEeBE3CHHSIX OCHOBHOI HOMEHKJIATYpH BaHTaXIB 1 HE3aJOBUIBHUH CTaH HEOOOPOTHHUX
aktuBiB. Ha ocHOBI Mozeni ApreHTi moka3aHO, HIO0 HACTIAKOM Hee(EeKTHUBHOTO YIPaBIIHHS
¢dinancamu [TAT «Ykp3anizHHIS CTAIO0 3HUKEHHS HEIMJIATOCITPOMOXKHOCTI.

Bunineno Tpu OCHOBHI JeTepMiHaHTH (IHAHCOBOI O€3MEKH 3alTi3HUYHUX I1IIPUEMCTB:
CKOpOUYEHHSI OOCSTIB MepeBe3eHb, HECTIMKa CTPYKTypa KamiTtaly i HEMOKJIHMBICTH CBOEYACHOTO
MOTAIICHHSI TMOTOYHUX 3000B’s3aHb. 3alpONOHOBAHO AJWUTHUBHY MOJETH Ui OLIHKH BIUTUBY
BU3HAYCHUX JIeTepMiHAHT Ha piBeHb (inancoBoi Oe3mexn [IAT «Ykp3anizHums». Amnamni3
napameTpiB MOJeNi MoKa3as, 0 HAWOLIBIINK BIUIMB Ma€ iHAEKC IPOMHICIOBOTO BUPOOHMIITBA, 110
00yMOBIICHO TEpPEeBAXHUM (OPMYBaHHSIM BIACHUX (IHAHCOBHX pPECypCiB  3aJi3HHYHOTO
TPAHCIIOPTY 3a PaXyHOK JIOXO/IB BiJl BAHTQ)XHUX IIEPEBE3CHb.

3arponoHOBaHO KOMIUIEKC 3axOJliB, CHPSIMOBAaHMX Ha MOJINUICHHS (IHAHCOBOTO CTaHy
3aJI3HUYHUX MIJIPUEMCTB. YCTAaHOBJICHO, IO JUIi BUPIBHIOBAHHS HAsABHHUX 3arpo3 MOTPiOHO
YXBaJIOBaTH TOJITUYHI pIlIeHHS, CHOPSAMOBaHI Ha mojimmeHHs ¢iHancoBoro ctany IIAT
«YKp3aJTi3HUIIS» [UIIXOM 3HMDKCHHS IHTEHCHBHOCTI BUMHBAaHHS WOTO (IHAHCOBHX pecypciB, a
TaKOX peaiizalii aHTUKPH30BOi (PiHAHCOBOI CTpATETii, CIIPAMOBAHOT HA ONTHUMI3AIII0 CTPYKTYpH
Kanitany i ()iHaHCOBOTO 03/I0POBJIECHHS 3aTi3HUYHUX MiATIPHEMCTB.

KarouoBi cioBa: ¢inancoBa Oe3neka, (IiHAHCOBHI CTaH, JCTEPMIHAHTA, OIIIHKA,
3TI3HUYHUN TPAHCIOPT.

®dopmyit: 3; puc.: 2; Tadu.: 6; 6i6:m.: 15.
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OLIEHKA JTETEPMUHAHT ®UHAHCOBOM BE30IIACHOCTH
KEJE3HOJOPOXHOI'O TPAHCIIOPTA B YKPAUHE

AnHoTtanus. [TocseHo aHanu3y ypoBHs (pHAHCOBOI 0€301aCHOCTH KEJIE3HOA0POKHOTO
TpaHcIopTa B YKpaWHe U olLEeHKe (opMupyromux ero aerepMuHaHT. llocTpoeHa agiuTuBHas
MO/ie/ b BIUSHUS BBIIETICHHBIX JETEPMUHAHT Ha ypOBEHb (pMHAHCOBOM Oe3omacHocTu. PazpaboTan
KOMIUIEKC MEpONpPUATHH, HAaNpaBIEHHbIX Ha YIydlleHHe (PUHAHCOBOTO COCTOSHUS MPEANPHUSATHIA
JKEJIE3HOJOPOKHOIO TPAHCIIOPTA.

KawueBble cioBa: (unancoBas 0e30macHOCTH, (PMHAHCOBOE COCTOSIHUE, ETEPMUHAHTA,
OILICHKA, JKEJIE3HOJOPOKHBIN TPAHCIIOPT.

®opwmyit: 3; puc.: 2; tadi.: 6; 6ubm.: 15.

Introduction. The global financial and economic crisis, the acute phase of which lasted for
2008—2009, and the subsequent slowdown of the economic recovery, led the understanding by the
political community of the industrialized countries of the need to change the approaches to the
formation of the economic policies and development strategies not only of the individual states, but
also their associations. In such circumstances, the development and implementation of a new model
of development, the basis of which is the policy of neo-industrialization or industrial renaissance,
which became ‘one of the most hotly debated and interesting issues of the early twenty-first
century...” [1], becomes particularly acute as the post-crisis revival began, first of all, in the
industrial sector, which is already considered as one of the ‘driving force’ the way-out of the
economy from a recession.

This, in turn, led to a change in the assessment of the importance of certain infrastructure
industries for the development of the economy and its industrial potential. Until recently the leading
European countries put the main emphasis on the development of the road transport, and the
railways were considered ‘old-fashioned’, now it is returning its positions as one of the most
efficient and safe modes of transportation, which allows carrying large volumes of goods and
passengers to the significant distances. In addition, the rail transport is virtually non-alternative for
individual goods (coal and coke, oil and petroleum products, ore, ferrous metals, chemical and
mineral fertilizers, grain and products of grinding). M. Sussman (the President of Strategic Rail
Finance, USA), noted that for a well-functioning society, railways have the same meaning as clean
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water and electricity [2]. This is also true for Ukraine, where the rail transport is a system-building
infrastructure industry.

Thus, in 2017, the Ukrainian railways accounted for 55.9% of the cargo turnover and 28.4%
of the passenger turnover of all modes of transport. [based on 3]. Ukrzaliznytsya, PJSC is one of the
largest taxpayers in the state and local budgets: in 2017 it paid 17.5 billion UAH as taxes and fees to
the budgets of all levels and the state trust funds. In addition, in 2016 Ukrzaliznytsya, PJSC was at
the top of the 500 largest companies ranking in the Central and Eastern Europe by the number of
employees (more than 270 thousand people). Thus, functioning of the rail transport of Ukraine, its
financial efficiency and safety are one of the key factors of not only national economy functioning,
but also ensuring economic security of both the state as a whole, branches of the national economy
and individual enterprises.

In the context of the financial and social and economic crisis, the issue of the financial
security ensuring becomes especially urgent. This is equally valid for the rail transport, for which
the assessment of the determinants of the financial security will enable not only to timely diagnose
the difficulties encountered in its financial activities, but also to develop the appropriate
management solutions aimed at eliminating the emerging threats to the financial sustainability and
solvency, as well as to prevent the reduction of the efficiency operational activity and decrease in
the investment activity.

Literature review and the problem statement. The issues of the financial security
ensuring in the conditions of instability are devoted to the publication of the leading domestic and
foreign scientists, among which E.I. Altman [4], St. Athanasoulis, R. Shiller, E. van Wincoop [5],
O. Baranovs'kyy [6], E. Brigham, M. Ehrhardt [7], V. Delas, E. Nosova, O. Yafinovych [8], M.
Yermoshenko [9], V. Heyets, M. Kyzym, T. Klebanova, O. Chernyak [10] should be noted. These
researchers carried out the fundamental theoretical and practical studies of the issues of the financial
security ensuring of the state, individual markets, financial institutions, and industrial enterprises.

At the same time, in these studies, the issue of the financial safety in relation to the rail
transport is practically not considered. This is explained, on the one hand, by the established
scientific tradition, when the functioning of the industry is considered as one of the constituent parts
of the national security of the state through the prism of transportation capacities and the traffic
capacity of the transport network. On the other hand, little attention was paid to the financial aspects
of the rail companies' activity due to the considerable control of the financial and economic
activities of the state, the emphasis on the technical safety of the rail transport, the complexity of the
organization of finance in the industry, etc. This led to the accumulation of the issues in financial
activities of Ukrzaliznytsya, PJSC, which can have negative consequences not only for the rail
transport (stopping traffic due to the current assets deficiency, violation of the integrity of the
network due to the unacceptably high wear and tear and obsolescence of non-current assets, etc.),
but also the economy as a whole, as well as the national security of Ukraine.

Therefore, the purpose of this study is to assess the determinants of the financial safety of
Ukraine's rail transport and justify a set of measures to improve the financial condition of
Ukrzaliznytsya, PJSC.

Research results. Maintaining an adequate level of the financial security in any economic
system (state, region, enterprise) in an unstable environment is a prerequisite for its survival. This is
due to the fact that exactly the security level characterizes the degree of ‘security’ when
destabilizing effects emerge in the internal and external environment and the ability to neutralize
them with the least losses.

The complexity and comprehensiveness of ‘financial security’ concept leads to a divergence
of views of the scientists on its essence and definition of criteria that determine the level of the
financial security. This is due to the fact that financial security must simultaneously be considered
in the plane of (1) the possibilities of effective functioning of a certain system in an unstable market
environment (2) the ability to form the necessary internal and external resources and their rational
use; (3) the development potential forming; (4) maintaining the optimal (necessary or sufficient)
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level of the financial sustainability, and (5) countering the internal and external threats to its
stability.

The economic system (the rail transport, in particular) can be considered to have a sufficient
level of the financial security if there is an efficient and continuous allocation of the resources;
current and potentially possible financial risks can be identified and evaluated in a timely manner
with sufficient accuracy, allowing for adequate management decisions to minimize their negative
impact; the system can ‘absorb financial and real economic unpredictable events...” [11]. Thus, the
financial security implies achieving such a level of the financial stability that allows the economic
system to get a level of the financial stability that will contribute to simultaneously maintaining
financial equilibrium and ensuring targeted growth in line with the development strategy.

Any economic system, including rail transport, has a specific functioning and development
that significantly influences the current and future levels of the financial stability, that is, on the
determinants, the change of which is determinant for the level of security. Their allocation should
be based on the analysis of production and economic activity and financial situation.

The issues of the financial activity of the rail transport in Ukraine are a consequence of the
deep crisis, which became the result of a complex of interconnected factors, the main of which are:
(1) rigid state regulation of the production, economic, and financial activity of branch enterprises, in
particular tariff and depreciation policy, etc., which excludes the possibility of timely and adequate
response to changing market conditions in the transport services market; (2) shifting the financial
burden of the state's social obligations to the rail transport without corresponding compensation of
the expenses (the transportation of the preferential categories of passengers, provision of tariff
preferences to certain sectors of the national economy, maintenance of unprofitable low-performing
sections of the rail network, etc.), which leads to the gradual omission of the financial resources
from operating turnover and reduces the possibilities of the innovative development of the rail
transport; (3) the actual lack of competition in the carriage of the main nomenclature of goods (coal
and coke, oil and oil products, iron and manganese ores, ferrous metals, chemical industry products,
grain and products of grinding, and building materials) resulting in the lack of motivation to expand
the services list and improving their quality; and (4) the unsatisfactory state of non-current assets, in
particular rolling stock and cars, which greatly reduces the transport capabilities of the rail transport
and, as a consequence, its financial results.

The result was a reduction in the level of the financial security of the rail transport. It is
advisable to assess the ‘normal nature’ of the financial situation in the industry using the Credit-
Men method, which involves calculating the integral indicator based on the coefficients of a rapid
liquidity, creditworthiness, immobilization of equity, inventory turnover and receivables (Table 1).

The situation is considered good if the integral assessment of the financial situation exceeds
100. In 2010-2014 the financial situation of Ukrzaliznytsya, PJSC was not good, with the
continuation of the trend of the further deterioration (Figure 1). The consequence of this was the
issue of the deficit of current assets to finance the operational, investment, and financial activities.
A substantial improvement of the situation in 2015-2016 was the result of not increasing the
efficiency of production, economic, and financial activities, but solely artificial revaluation of the
assets of the rail enterprises, which really did not affect the financial situation in the industry.

Table 1
Financial coefficients of Ukrzaliznytsya, PJSC
Indicators 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Quick liquidity ratio 0,11 | 0,18 | 0,04 | 0,07 | 0,08 | 0,21 | 0,29
Debt ratio 164 | 1,49 | 144 | 1,37 | 0,61 | 393 | 3,76
Equity immobilization rate 0,67 | 0,66 | 0,63 | 0,63 | 0,41 | 0,84 | 0,84
Inventory turnover ratio 16,75 | 16,77 | 14,93 | 12,70 | 14,57 | 13,33 | 11,49
Receivables turnover ratio 57,2 | 67,90 | 85,37 | 110,81 | 85,17 | 50,92 | 35,93

Source: Calculated by authors based on [12]
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Fig. 1. Levels of financial situation of Ukrzaliznytsya, PJSC in 2010-2016
Source: Built by authors based on the calculations of the Depalyan's method

This is confirmed by calculations under the A-score (Argenti’s method), which characterizes the
level of management crisis of the company. The analysis of the situation in Ukrzaliznytsya, PJSC
showed that the consequences of an ineffective management, first of all, of its finances were the
symptoms of impending insolvency. This indicates that the development of the crisis situation under the
A-score is already in the third stage, namely (a) there are attempts to conceal the deterioration of the
indicators with the help of the ‘creative’ calculations, and (b) there is a shortage of funds that are being
attempted to liquidate at the expense of expensive short money. Thus, A-score for Ukrzaliznytsya, PJSC
is 81 points out of 100 (Table 2). This indicates a high probability of bankruptcy over the next five years
and, as a consequence, a possible cessation of the rail transport, which would have catastrophic
consequences for the national economy.

The rail transport as an infrastructure branch has peculiarities of organization of production,
economic, and financial activity, which should be considered as the basic determinant of the financial
security of any enterprise, since the actual efficiency of the production activity, its level of profitability
determines the intensity of generation and the volume of operational cash flow. In this context, the key
feature of the rail transport is its product, which is a service for the transportation (carriage) of goods
and passengers and is not a new product that can be separated from the production process and can
participate in the economic turnover in a material and physical form as a commodity.

Table 2
A-score for Ukrzaliznytsya, PJSC
Indicators Acc_r ugd A-score
point
1. Disadvantages
Score points 39 43
2. Errors:
too high share of borrowed capital 15 15
lack of current asset 15 15
the presence of a large project 0 15
Score points 30 45
3. Symptoms:
deterioration of the financial indicators 3 3
use of ‘creative’ accounting 3 3
non-financial indicators of ill-being 3 3
the final symptoms of the crisis (lawsuits, scandals, resignations) 3 3
Score points 12 12
A-score 81 100

accrued points were determined based on the results of an expert survey of the leading experts dealing with the issues of
the rail transport economy
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This also determines the revenue structure of Ukrzaliznytsya, PJSC (Table 3). Thus,
revenues from freight transport form the basis of their own financial resources, their share increased
from 75.2% in 2013 to 81.1%. The revenues from the passenger and luggage transportation
accounted for 13.7% in 2013 to 10.0% in 2016. Similar dynamics is observed for other incomes and
additional services related to revenues from the sale of the transport services. Other incomes have a
small share.

Table 3
Revenues of Ukrzaliznytsya, PJSC in 2013-2016
2013 2014 2015 2016
Indicators million | million | million | million | |
UAH & UAH & UAH & UAH &

Income from freight
transportation
Income from passenger
and luggage 7059 13,7 5255 10,4 5997 9,8 6720 10,0
transportation
Other income and 5186 | 10,1 | 4892 | 98 | 5028 | 82 | 5389 | 81
additional services

Other income 519 1,0 702 14 976 1,6 559 0,8
Total income 51569 | 100,0 | 50158 | 100,0 | 61100 | 100,0 | 67128 | 100,0

Source: Calculated by authors based on [12]

38805 | 75,2 | 39309 | 78,4 | 49099 | 80,4 | 54460 | 811

The conducted studies [13 et al.] show that the existing range of goods transported by the
rail transport of Ukraine determines the existence of a stable correlation between the growth rates of
volumes of the industrial production and transport, primarily freight (Figure 2). Therefore, for the
period of 2007-2017, the correlation between indices of the industrial products and freight traffic
was 0.964, which indicates a close connection between them. A less pronounced relationship exists
between the volumes of the industrial products and passenger transport, the correlation of which
amounted to 0.793. This necessitates the accounting of the current and forecast volumes of the
production of the leading industries, as well as trends in their changes for the timely build-up or
reduction of the production potential of the rail enterprises (transportation capacities) and the
network of roads in general (traffic capacity).

9% 1200
110,0
100,0 —
90,0 3
80,0
70,0

60,0
20 20 20 20 20 20 20 20 20 20 20

07 08 09 10 11 12 13 14 15 16 17

e Growth rate of the

. . 109,97,976,3111,111,97,394,288,990,698,398,9
freight traffic

= e = |ndex of industrial

. 107,95,079,4112,108,99,595,789,987,0102,99,9
production

Fig. 2. The dynamics of the index of industrial production and the growth rate of the freight traffic in 2007-2017
Source: Built by authors based on [3, 14]

The analysis of the sold industrial production (goods, services) in 2007-2017 in comparable
prices shows the unstable dynamics. Therefore, in determining the prospects for the incomes
growth, it should be borne in mind that in 2014 there was a sharp decrease in the volume of
industrial production by 45.2%, and this trend is not only preserved, but it can grow. This is due not
only to the miscalculations in the state's economic policy, but also to the structural feature of the
national economy. Thus, over the past few years, there has been a collapse of highly technologically
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advanced industries and the transformation of Ukraine's economy into predominantly commodity
economy while the global industry is shifting to a new, high-tech stage of development. This is
accompanied by one of the largest commodity markets crisis, which, according to analysts, there
may no longer be a way out of. Therefore, the most probable scenario is a gradual decrease in
volumes of the industrial production and, as a consequence, the rail transport, revenues of
Ukrzaliznytsya, PJSC and the further increase of disproportions in the formation of the financial
resources (Table 4).

Thus, in 2014, own resources accounted for 57.9% of all resources, in 2015 — only 37.7%.
In 2015-2016 the share of own capital grew to 79% due to the artificial increase in equity through a
revaluation of its value, but, actually, (at a comparable cost) own capital accounted for only 33% of
the financial resources. The consequence was an increase in the level of credit burden, which
increased from 0.728 in 2013 to 2.018 (according to the data given) in 2016, which indicates an
increase in the risk of insolvency due to the excessively high concentration of a borrowed capital.
The artificial change in the capital structure of Ukrzaliznytsya, PJSC was aimed at increasing the
‘attractiveness’ of the enterprise for the potential investors, especially foreign ones. At the same
time, the short-term liabilities exceed the long-term, indicating another significant issue — the lack
of the financial resources to finance the operating activities, which could have catastrophic
consequences for Ukraine's rail transport. Therefore, as the second determinant of the financial
security of Ukrzaliznytsya, PJSC, one should consider the structure of its capital and, above all,
credit load.

Table 4
Resource structure of Ukrzaliznytsya, PJSC in 2013-2016
2013 2014 2015 2016
Indicators million 0 million 0 million 0 million 0
UAH & UAH & UAH & UAH &
Own capital 43213 | 57,9 | 27769 | 37,7 |218239| 79,7 |210813| 79,0

Long-term liabilities 15619 | 20,9 9460 12,8 | 24061 8,8 26850 | 10,1
Short-term liabilities 15861 | 212 | 36444 | 495 | 31427 | 115 | 29189 | 10,9

Total 74693 | 100,0 | 73673 | 100,0 | 273727 | 100,0 | 266852 | 100,0
Credit load level actual 0,254 / 0,266 /
/ given 0728 | — | 1683 | — 1,998 | 2018 |

Source: Calculated by authors based on [12]

The deterioration in the financial condition of the Ukrainian railways negatively affected the
financial risks associated with Ukrzaliznytsya, PJSC. Thus, the main financial risks of the rail
transport in Ukraine are: (1) risk of operating activities financing as a result the decrease of the
volumes of freight traffic and illiterate financial policies; (2) liquidity risk as a result of irrational
credit policy leading to exceed of the amount of current liabilities over the amount of current assets;
(3) interest rate risk as a consequence of the volatility of interest rates on the external liabilities and
the high sensitivity of the financial results of Ukrzaliznytsya, PJSC to the changes in the basis
points thereon; (4) credit risk arising, above all, in the process of shippers crediting; and (5)
currency risk as a consequence of the calculations for transit and interstate transportation, as well as
representation of the majority of obligations (more than 80%) in foreign currency.

Over the past few years, the level of these risks has significantly increased, which, according
to Ernest&Young's Consulting Firm, was the result of the external factors, namely a significant
deterioration in the social and economic situation in Ukraine, bilateral relations with other countries
(first of all, Russian Federation), high inflation, lowering the level of the external and internal
demand for transportation [12]. At the same time, the internal issues of Ukrzaliznytsya, PJSC
(absence of the effective reforms in the sphere of the rail transport, the exhaustion of the financial
resources, the actual cessation of not only extended but also simple reproduction of non-current
assets, their unacceptably high wear and tear, etc.) are practically not considered as factors
influencing the financial risks level. However, the consequence of these issues was the timeliness of
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repayment of the current liabilities (Table 5). The situation has intensified since 2015, when the
plan for the repayment of obligations was fulfilled only by 8.3%.

Such ‘lack of commitment’ of Ukrzaliznytsya, PJSC in terms of repayment of long-term
loan agreements led to a cross-default on other loans and, consequently, to a decrease in the
international ratings [15]. Thus, the consulting company Standard&Poor's has assigned a long-term
foreign currency credit rating at SD level, credit rating LPN -CCC +; consulting company Fitch
Ratings — levels RD and CCC respectively. And although the management of Ukrzaliznytsya,
PJSC states that during 2016-2017, certain efforts were made to correct the situation, it
acknowledges that the conditions for short-term Eurobonds ShortLine P-L-C (nominal value of
USD 500,000) may also be violated. In this case, Eurobond holders will be entitled to demand
immediate repayment of the debt. This will further worsen the financial situation of the rail
companies, as these funds were directed not to the development of the industry, but to repay other
obligations. Thus, the third determinant of the financial safety of the rail transport in Ukraine is the
possibility of timely repayment of the obligations on the borrowed funds.

Table 5
Repayment of obligations of Ukrzaliznytsya, PJSC in 2010-2016
Indicators 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Attraction of funds, billion UAH 2,7 52 10,2 12,8 7,4 0,6 1,2
Liabilities settlement plan,

billion UAH 2,8 3,8 7,6 17,7 11,1 8,4 16,3
Actual liabilities repayment,

billion UAH 2,3 4,2 7,8 14,3 7,6 0,7 7,2
Plan execution,% 80,8 | 109,9 | 1035 | 80,9 68,9 8,3 43,9

Source: Calculated by authors based on [12]

Then the financial safety of the rail transport can be considered as a dynamic function, the
current level of which is defined by the determinants, formed in both the current and the previous
periods of time, namely:

FS(®) = f (Prina(®), Strieap (£ = 1), Vop (¢ = 1)), (1)

where, FS(t) — the level of the financial security over the time period t; Pry,;(t) — the
index of the industrial production; Str,,(t) — the existing capital structure; Vo, (t — 1) — the
level of the obligations repayment.

The identified determinants have a significant impact on the financial security of
Ukrzaliznytsya, PJSC, which predetermines the need for their constant monitoring and analysis of
factors that determine their level. However, in order to develop a set of priority measures to
improve the situation, it is necessary to assess the impact of the determinants on the financial
security.

As a criterion characterizing the existing level of security, the bankruptcy forecast ratio will
be adopted, indicating the ability of the enterprise to pay for its short-term obligations, subject to the
favorable sale of reserves. The influence of determinants on the coefficient of bankruptcy forecast
taking into account (1) can be represented as an additive model as follows:

FS(t) = ag + a; Pring (t) + apStrye, (t — 1) + a3V, (t — 1), (2
where, a4, a,, @3 — the model parameters characterizing the influence of the corresponding
determinant on the level of the coefficient of forecasting bankruptcy; a, — a parameter

characterizing the value of the resultant parameter under the condition that the influence of all
determinants will be zero.
The initial data for calculating the parameters of the model (2) is given in Table 6.
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Table 6
Repayment of obligations of Ukrzaliznytsya, PJSC in 2010-2016

Indicators 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Bankruptcy forecast ratio -0,204 | -0,161 | -0,188 | -0,152 | -0,426 | -0,078 | -0,062
Industrial production index 1,122 | 1,080 | 0,995 | 0,957 | 0,899 | 0,870 | 1,028
Credit load level (given) 0,611 | 0,670 | 0,696 | 0,728 | 1,653 | 1,998 | 2,018
Current liabilities repayment
level 80,8 | 109,9 | 1035 | 80,9 68,9 8,3 43,9

Source: Calculated by authors based on [12]

The parameters of model (2) can be determined using the least squares method by solving a
system of normal equations. As a result of the solution of the system of equations, the following
financial security model for the rail transport of Ukraine was obtained:

FS(t) = —2,509 + 1,471Pryq(t) + 0,451Stryq,(t — 1) + 0,564V,,(t — 1). (3)

Model (3) is statistically reliable (R? = 0,948). Consequently, it can be used for the further
analysis. Thus, the index of the industrial production has the greatest influence on the level of the
financial security. This is explained by the fact that more than 75% of its own financial resources
are formed due to the revenues from the freight transportation, the volume of which depends on the
functioning of the national industry. This determinant is external to the rail transport and it cannot
influence directly on it. However, the importance of the industry for the Ukrainian economy and its
national security should lead to the political decisions that will help to increase the financial result
of Ukrzaliznytsya, PJSC. Such decisions, in the first place, should include (1) the development and
implementation of a mechanism for compensation from the state budget of the subsidies provided
for the transport of the products of the individual industries; (2) the introduction of an effective
mechanism for compensation for the passenger transportation carried out from the state and local
budgets, as well as the determination of the liability of the officials for the late transfer of funds.
This will impede the money laundering from the economic turnover of the rail transport enterprises
and, thus, will reduce their sharp deficits. At the same time, the state, in accordance with the Law of
Ukraine ‘On Railway Transport’ and the Association Agreement between the EU and Ukraine,
should support the industry in (1) the development of free competition in the railroad market; (2)
financing of the updating of non-current assets; and (3) providing greater autonomy in production,
economic, and financial activities. The implementation of these events will not only maintain a
sufficient level of the financial stability of Ukrzaliznytsya, PJSC in a crisis, but also reduce the
imbalances in the financial activity, which will have a positive impact on its capital structure, the
timely fulfillment of the credit obligations and, as a consequence, credit ratings.

As the crisis phenomena in the financial sphere of Ukrzaliznytsya, PJSC grow over a
sufficiently long period of time, an anti-crisis strategy aimed at, on the one hand, the financial
improvement of the rail enterprises and, on the other hand, the improvement of their ‘financial
image’ as the reliable partners. An analysis of the existing anti-crisis financial strategies used in
domestic and international practice has shown that the optimal strategy for optimizing capital
structure is the most suitable for the rail transport. This strategy involves achieving an optimal
(sound) ratio of own and borrowed capital in the structure of the long-term financing sources,
minimizing the cost of raising capital and real growth of the market value of Ukrzaliznytsya, PJSC,
which is especially actual due to its corporatization. In addition, the rail enterprises must get rid of
non-core or unused assets; review the list of services provided to exclude unprofitable or low-return
ones, taking into account the possibility of maintaining full-fledged transportation of the goods and
passengers; carry out continuous monitoring of the generation of incoming and outgoing financial
flows, as well as strictly control the level of liquidity, solvency, and financial sustainability. The
anti-crisis financial strategy will only be effective if the management of Ukraine supports and
continuously oversees its implementation not only by Ukrzaliznytsya, PJSC but also by the
Ministry of Transport of Ukraine.
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Conclusions. Thus, on the basis of the study carried out, it can be concluded that the level of
the financial security has significantly decreased in Ukraine during the recent years, which may
have extremely negative consequences for the national economy and state security in general. The
main determinants of such a decrease in the financial security are (1) the decrease in the transport
volumes as a result of a significant decline in the industrial production; (2) the inappropriate capital
structure of Ukrzaliznytsya, PJSC with unjustifiably overestimated share of borrowed funds,
primarily short-term; and (3) the impossibility of full timely repayment of the current liabilities due
to the shortage of available financial resources.

An analysis of the proposed model of the influence of the determinants on the level of the
financial security has shown that the index has the greatest influence on the industrial production,
which is due to the predominant formation of own financial resources of the rail transport at the
expense of revenues from freight transportation. Partial alleviation of the threats associated with this
determinant may result, first and foremost, from the political decisions that would contribute to the
improvement of the financial situation of Ukrzaliznytsya, PJSC due to the reduction of the intensity
of its financial resources erosion. In addition, the state should provide the financial support for the
development of the rail transport, and does not consider it exclusively as a state budget donor. In
order to reduce the risks associated with two other determinants, Ukrzaliznytsya, PJSC should
develop an emergency financial strategy aimed at optimizing the structure of capital and providing
for the financial rehabilitation of the rail enterprises and risk reduction. A complex realization of
these events will allow to maintain an adequate level of the financial stability in the conditions of
reduction of demand for freight transportation, decrease the imbalances in the structure of capital,
and also provide the necessary level of solvency under current obligations.

The complexity and multifaceted nature of the issue of financial security ensuring in the context of
the crisis necessitates the further research aimed at developing the methodological bases for forecasting the
impact of the individual threats on the level of the financial safety of the rail transport on the basis of the
informal approaches (for example, scenario approach) to develop a set of measures for the prompt response
to emerging threats, as well as on the development of the conceptual bases for monitoring changes in
external and internal environment for timely identification.
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